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Commodity Price Movements in 1936.

By Roy G. Plakey, Chief, Divinlon of Economic Ressarch

HAMGES in the general level of whelasals prices

during the first 10 months of 19536 were influenced
musily by the flustuations of sgriculturnl prices, with
nonzgriculivral prices moving apuroximadely horizon-
telly., Agrioultaral prices, after having risen sharply as
o result of the 1934 drought, moved lower during tha
first 4% mwonths of 1936 on prospects for ncreasad
supplies. When the 1935 frons-Mississippi drought
began to appear gerions, however, agriculiural prices
turned up sharply and carried the general price averags
with thern.  The rapid rise during the summer wos suc-
cooded by a lull in Sepleeber and October, but mme-
diately following the Movember election thers wos a
sharp upward movement of most agricultural prices ot
the asipe time that o marked rise in nonasgricultural
products was experienced. The net result of thess
divergent movements wag a l-percent increcee in the
1836 onnual svernge of the Burenu of Labor Statistics
index of Y84 wholeanle price sariea, though the December
198¢ index was 4 percent above that for December 1435,
The year closed with most prices edvancing sbove lavels
wlready higher than those of o year earlier.

In other words, United Sintes wholesale commodity
prices ndvanced for the fourth consecutive yoar bub
the neb gain in 1038, mensured by enpual averages,
wos relatively amall, The sharpest rebound from the
depression cceurved during the firat year of recavary,
after the banking panic of March 1933, and whila the
new logislative program reapecting money (gold), agri-
enlture, osnd industry wos being formujated nnd put
into effect. The price ndvaoce wns aubatantinl but at
n diminishing rate sach subsaquent yaar, ne is indicated
by the accompanying sumnmary table.
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In the I2 menthe ending in December 1436, prices
of raw materiniz and semimanuinctures both advenced
about 10 pevcent, while thoss of fmished products
advanced less than 1 percent. The annual mdex for
finished products was 0.2 percent lowar for 1336 thaa
for 1885. In other words, the price mdexss of the
two economic classes which fell most mpidly from 1923

to 1933 also rose most rapidly during 1956 as they did
in the preceding 3 years. (See fig. 1.)

The annurl index of {cod prices was 1.9 percent lower
for 1986 than for 1935, but the index of inrm prodacts
wis 2.7 percent and the index of prices of all commedi-
tiss other than farm products and foods woa 2.2 per-
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Flgure 1.—Whalesnle Pylcey by Economls Ciavecs, 1939-3 (Unlind
Sintea Dopartment of Labarh.

cent nbove the corresponding annusl indexes for 1935,
If the Irecomber imdexes instead of nnnual avarages

-ore comparad, it is seen that from Decomber 1935 to

December 1936 wholesale food prices dsclinad 0.2 per-
oent, wherans prices of farma products advenced 13

[ pereant ond the “28 other” index advanced 4.4 per

cent. (Sea fig. 2 and toble 2.)
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Figura L=—"Wholegsla Prices of Farmo Products, Foods, koad Other
Comnoditias, 1919-38 (Unieed Siatea Deparimitnt of Labo),

Thue, though the Burean of Labor Statistics com-
bined index advoneed 4 percent from December 1935
to December 1836, this was mostly beenuse of the rise
in prices of farm products which started with the
droughi;: thers wos o moderate decline in wholasala
food prices during this interval, - Price ndvances of
basic raw matexials and sernimonufactures, other than
foods and faram produets, played an important role in
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the general advance, however, particularly during
June, July, November, and December.

Prices of the principal grains performed spectaouleriy
during 1936, mozt of them rizging very rapidly through
June, Ju];r, Aungust, and Drecember, thovgh com de-
clined in Decamber. The Burenn of Lebor Statistics
annual indax of grain piices was 7 poercent higher for
1936 than for 1935, 124 percent highar than for 1952,
but 9.3 percent lower ¢han for 1929. Comparing
monshly svernges, the Trecember 1436 index for graina
was 42 perceat higher than the Dlacember 1935 figure,
12 percent higher than that for December 1929, nnd
244 percent ligher than that for Decamber 1932.
Prices of steers declined ircegulmly il the last of
August ood then moved upward for the rest of the
veer, beef prices showing simfler but less extrems
mavements, Prices of hides also made sharp gains
during the Intter half of the yemr, Prices of hogs, on
the other hond, showed little met goin fron Joouary
to Degamber, porlt declined slightly but lard advanced
sabstangally during July, August, snd December.
Wool, steel scrap, copper, lead, zinc, iin, rbber,
cocoa, and coffes were ameng the other important
commodities whicl: hnd substentinl to latze net price
advances duning 1926, most of the rise in & number of
these iloms toking place in. November and December.

Whalesnle prices of relatively few of the most im-
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portont commodities ware lower at the end of 1086
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than at the beginning of the year. Amonp thess wers
gsome livestock: and pouliry items ond their prodects:
#lso conl, burtap, snd shoes, though the net price
declines in some coaes wore small.

Toble 3 ennhles the reader to sea nt o glanes which
important individual, colass, and group price indexes
were obove and which were below the combined index
of the Burean of Labor Statisties in 1936 and alac whers
each stopd with relation to its position in 192§, Inas-
much o= the annoal average for 1536 was 808, it-will be
sean that the prices of priot cloiéh and the other com-
modities listed in the 1ast section of table 3 were not up
to the nverage, whila prices of the commodities listed
ahove were higher thea the generpl nverage. If
Decembar indexes (Ingt column) nre compsared with the
combined index of 84.% for December 1036, it will be
goen that many relative positions were different from
thosa in the preceding {annual indax) coluwmn and also
that moet price indexes for 1936 were higher 2t the end
of the year than for the average of the year. Moreover,
no group or class index shown in the table was ag high
in 1936 a= wns the 1926 average, though among the
individual eommodity inderes, barley, corn, and ctash
sorep avernged higher in 1938 then in 1926, These
thrée commodities snd eight other commedibies listed
were priced higher in December 1036 than im 1526
{annyal basis),
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Prices of Farm Products.

Note thai table 8 reveals thut the mdex of the wholes
sale prices of form produocte in 1986 aversged 80.9, as
compared with 80.8 for the combined index for all com-
modities. Thus, compared with the 1026 lavels, prices
of farm preducts wera at o parity, or slightly chove
parity, PFurthermore, it moy be noted that the retic
of prices received to prices poid by farmers, nceording
to the indexes of the United States Deperbtment of
Agrigulture, stood January 1937 nt 102 or 2 percent
above tha pro-war relniionship. From this it is scen
thet the objective of agricultural price parity sought by
the Agricultural Adjustment Act was achieved by the
beginning of the current yeor.

Cost of Living.

Costrof-living trends from 1922 through 1936 ore
shovn in fipure 3. Most of the constituents of the
Bureau of Labor Statistics’ index ndvanced during the
year; the average of all items was 1.4 percent higher in
December than in January. Fuel end light declined
slightly; the “miscellaneous” item remoined practically
atationory. ‘Though reais ndvonced substantially, the
rise in the Buresu of Labor Btatistics” indax from the
depression low has been very smnll indesed 0s compored
with the advances in most other constituents of the
index,

Influsnces Affecting Domestic Prices.

The outstanding domestic influences nifecting prices
gonarally in 1936 ware: The rising tide of recovery, the
second severa drought in 3 years, sasy money and eredit

SURYVEY OF QURRENT BUSINESS

17

conditions, (tovernment expendilures—incloding the
the prepayment of the World War veterons' adjusted
compensabion certificaies and foreign demands for raw
materizls and other produets, partly atiributable $o
military preparstions. These influaners are not inde~
pendent and eapable of n satiafaciory separate snalysis,
rathar they are very complex and inseparable and defy
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exnchk atnlyeia of their several effacta. FPerhnpz most
significant, however, is the fost that economie recovery
lika eeonomie decline tends to be pumulative in itz
offeciz. The cycle of increased employment, largar
pay rolls, and distributions of dividends incrense the
national income and purchosing power, hence the de-
roend for more goods and services, mora labor &t higher

Tablo 3. ~Wholarala Price Indersn of Commndivian by Economic Clanses, Grotgs, and Inypartant Individen] Commodicies
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wagne, ate. This movement engenders sn Inprovement
in the peychology of both business men nnd consumers
which is reflected in a grenter willingness to plan abead
aod onticipate requirements.

Pricea in Forelgn Conntries. -

Chanpes in wholesale prices during 1936 varied con-
siderably in the leading foreien countries, according to
the available indexes. In some eountries the move-
ment of the indexes followad rather slosaly the move-
ment of prices in the United States, but in othoers they
wers influsbeed matetizlly by special factors, ench s
currency devoluation, offleinl prica reguiation, and
developmentz in the Jaboer markei. It should he
noted, howewer, that foreign pries indexes are nod
entiraly comparable with each other nor with the
compreheneive Tnited Sintes Burenn of Labor Sto-
tistics' index; henee, the variations hetween individusl
countries are not sehjech to presiss messurement. Io
Belgium, Swedan, the United Eingdom, aod most
ather countries whers there were no changes in the
currency basis, pricea were firm but relatively stable
uctil niter the middle of the year, but thers ware
moderate pdvanees in the second heli., Jopen also
might properly be classed in the foregoing group,
except for & Tather speciacular incrense in pricsa dur-
ing Dweember which waa aitributed to the domestic
political and financial situation,

In the jormer “gold bloe" eountrier, axeepi Franos,
prics movements wera gimilor to tho=e in tha foregaing
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group until about the end of Beplember, when the
currencies ware devalued. The dependencs of much
countries on imported goods was one of the factors
eausing o aharp increase in prices in the “gold bloa™
countries during the fourth guarter, although the rise
wns checked to some axtent by accompnnying redue-
tions of duties on basic commodities and by price-
¢ontrol measures intended to prevent undue advances.

The upward movement of prices in France was
urique because of unusual domestic developments.
Unecertninties regarding the impending sloctions caused
soma speculotive sdvances during the first half of the
year, though the movement waa muoh loss ropid than
ia the latter half year. The slection period brought
with it o series of “sit-im" atrikes followed by general
wapge rises end the introduction of vacations with poy
for laborars. The resultont inerenss in costs of pro-
duection was followed by nn ingrense in wholesale prices
{11 percent hatwesn June and September) which waa
accentuated during tha final quarter of tha year by the
davaluation of the freme ot the eénd of September.
The inereass in the wholesule index betweer Juns and
Decernber reached 37 percent.

Frice conditions in Germany wers peouliar to thet
country hecoase of the rigid Government controls exer-
cizad relntive to prices, snles, and dietribution of eom-
modities. Furtheimore, the price index does not make
allowanee for the nlterad guality of many produets.

Ths currént etatisties on prices usually presented in
& teble on page 3 nre presented in toble 4.
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